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 ACE Research Vignette: Business Planning and the emergence of new 
ventures  
 
This series of research vignettes is aimed at sharing current and interesting research findings from our team of 
international Entrepreneurship researchers. In this vignette, Christophe Garonne and Per Davidsson examine the value of 
business planning for business start-ups.  
 
Background and research question 
 
Academic programs as well as start-up support agencies focus a lot on business planning and hundreds of books and 
internet websites spell out how an effective plan should be developed in order to appeal to investors. But does planning 
actually facilitate the business start-up? On the positive side, it is argued that planning channel efforts towards clear 
goals, thus helping avoid detours and blinds alleys. It can also help in avoiding unnecessary mistakes and communicating 
common vision for the business within a team and to external stakeholders, and. The main case against planning is that 
the environment can be so uncertain that a plan that has been carefully developed at one point in time may quickly 
become irrelevant and misleading. Especially at the start-up stage it is argued that founders must be flexible and open to 
grabbing new opportunities when they arise. Trying to stick to a plan may make the founders less adaptable by 
blindfolding them to opportunities and threats that were not planned for.  
 
A large, systematic review of past research found that planning is mostly beneficial for small firms. However, the average 
effect is rather weak, and even weaker for young firms. For on-going start-ups attempts prior research has been 
inconclusive. So there is reason to take a deeper look. In doing this, we were guided by the following model: 
 
 
 
 
 
 How we investigated this 
 
Dr Christophe Garonne took on this challenge as part of his doctoral dissertation work using data from the CAUSEE 
project at the Australian Centre for Entrepreneurship Research. He used data from several hundred of randomly sampled 
start-up attempts whose owners were interviewed three times at 12 months interval to make sure that planning could be 
a cause of the outcomes. Planning activities reported in an earlier interview were related to outcomes assessed at a later 
point in time. To rule out that other factors were not the real drivers of results, a number of so called control variables 
were used.  
 
Existence, degree of formalization, and revision of business plans were related to the status of the venture (operational 
business; terminated; still trying) at the last interview. Planning was expected to have a positive effect by increasing the 
founders’ efforts to get the start-up up and running, and a negative effect via a reduction of the venture’s adaptability.  
 
What we found? 
 
 No support was found in the research that the mere existence of a business plan is either good or bad for start-
ups “in general”. 
 However, the results clearly support that if a plan is used, a formally developed plan is superior to an informal 
plan. Informal planners had the worst performance. 
 The results support that planners should revise their plans regularly. 
 Surprisingly, neither the founder’s experience nor the innovativeness of the venture systematic influences the 
usefulness of business planning 
 No direct evidence was found that planning reduces adaptability. However, the positive effects of the plan 
revision indicate that flexibility is valuable. 
 
Business and policy advice 
 
The value of business planning for start-ups is likely to vary from founder to founder and from one venture to another. 
Above all, the quality of the plan and how it is being used will likely determine its benefits in individual cases. This said, 
this research gives reason to caution against portraying the business plan as a panacea and a “must do” for all types of 
start-ups. Founders who choose to plan are advised to take their planning seriously: develop a formal business plan, and 
revise it regularly. The emphasis on revision is aligned with the idea that many start-ups benefit from taking small, 
experimental and low cost steps forward, followed by reassessment and possibly redirection.  
 
Developments both in recent entrepreneurship research and popular start-up support practice suggest that if business 
planning is used, it should be paired with such a dynamic and experimental view of the start-up process. 
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